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Comments and Idea Exchange
JANE STRENCIWILK, C.P.A.

MANAGEMENT SERVICES IN ACTION

The purpose of this forum is to illustrate
what CPAs are doing in the general area of
Management Services. All practitioners are in
vited to contribute articles.
Management Services is intended to include
those services which are designed primarily
to furnish advice or assistance to management
through a professional relationship with re
spect to planning, organizing or controlling
any phase of business activity.

The following is an illustration:

A sewer contractor had an inadequate sys
tem for job cost estimating and for cost con
trol. Estimating was based on lineal feet or
cubic yards rather than on the elements of
the job. The cost records accumulated labor,
material and equipment charges by job num
ber only without details as to the applicable
phase of the job. The disadvantages of his
existing system were (a) inability to isolate
unprofitable job elements because cost estimat
ing and reporting was not correlated nor done
in sufficient detail; (b) cost summarization
could not be done until completion of the
job, which was too late to take corrective ac
tion; and (c) cost control by the job foreman
was difficult because estimated job costs were
not expressed in terms of job elements.

Accordingly, estimating and cost procedures
were broken down by item number into the
following cost elements: (1) prepare site;
(2) excavation; (3) drive sheeting; (4) pre
pare forms and install; (5) pour concrete; (6)
remove forms and sheeting; (7) backfill; (8)
clean up site.
New estimate forms were prepared comput
ing requirements for labor, material and equip
ment charges by item number. Equipment
and labor time tickets and incoming material
invoices or requisitions were changed to re
flect both job and item number. Copies of
the labor, material and equipment estimate

sheets (with dollar information deleted) were
given to the foreman along with job instruc
tion information in order to provide on-thejob cost control. Subsidiary cost ledgers were
established to pennit distribution of costs by
job and item number and on such ledger
sheets the estimated costs were recorded so
that a comparison of accumulated actual costs
could be made at any time.

Results:
Adoption of these recommendations pro
vided an accurate basis for reconciling esti
mated costs to actual costs and permitted
periodic reconciliations while jobs were in
progress. Unfavorable trends could be dis
cussed with the job foreman to determine
corrective action. Supplying the foreman with
copies of the estimate sheets permitted him
to work to established targets.
(Reprinted from the Michigan CPA, Decem
ber, 1962 issue)

DEDUCTING FINANCE CHARGES
AS INTEREST
By Daisy S. Lamberti, C.P.A.
San Diego Chapter

Finance charges, or carrying charges on in
stallment purchases of furniture, automobiles
or other property are deductible on Federal
Income Tax Returns if they can be identified
as the equivalent of interest. If these charges
are separately stated, an interest deduction
equal to six percent of the average unpaid
monthly balance during the year is allowed.
There is a short cut method one may use in
figuring the six percent interest allowed on
Federal Income Tax Returns. Add the month
ly unpaid balances, mark off two places and di
vide by two. This can save much time at our
busiest time of the year.

